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Abstract This study examines the real estate investments of members of
the United States House of Representatives from 1985 to 1995
with a focus on agency theory. The real estate holdings are
characterized in terms of the number of properties owned, the
reported value of the properties, property types, the property
locations and transactions. Representatives are found to hold
more real estate when compared to those of other investors in
the United States with similar levels of income. Representatives
also seem to time the market better, presumably because they
understand more about the implications of the changes in tax
laws they enacted. Thus, the Tax Reform Act of 1986 caused
House members to reduce their real estate holdings much faster
than other U.S. investors. This lower level of real estate
investment may also have reduced the economic linkages
between Representatives and their constituents, which might
affect their incentive to ﬁght for the interests of their
constituents.
Introduction
There can be little doubt that no asset class is more strongly inﬂuenced by federal
tax policy than real estate. Together with the President of the United States and
the United States Senate, no one has more inﬂuence on federal tax laws than do
the 435 members of the United States House of Representatives. They also have
a strong voice in the distribution of federal funding for such things as new
interstate highways, military bases and large public works projects that, in turn,
can have an immense impact on the economic well being of individual
communities across the entire country. Therefore, members of the House not only
affect real estate values on a macroeconomic scale but also impact real estate at
the local level as well.
This research has strong ties to agency theory. Although agency theory has most
commonly been applied to the management of the ﬁrm in the private sector, from
the beginning Ross (1973) and Jensen and Meckling (1976) recognized that the
principles of agency theory could be applied to the operation of government as
well as the to operation of the ﬁrm. In a representative democracy, voters (the98  Ziobrowski and McAlum
principals) correspond to the shareholders in a ﬁrm. Their role is to elect
government ofﬁcials and their objective is the maximization of net social beneﬁts.
Elected government ofﬁcials (the agents), corresponding to corporate board
members in the ﬁrm, represent the voters in the affairs of government collecting
both explicit and implicit wages that affect both their behavior and their objectives.
When working in government service, members of Congress earn low wages
compared to what they could potentially earn in the private sector. As extra
compensation, they earn additional wages in the form of the status and perquisites
associated with their ofﬁce and deferred compensation available from the private
sector when they eventually leave ofﬁce. However, to enhance their future career
opportunities in the private sector or promote their re-election to Congress, they
must minimize problems while in ofﬁce. This conﬂict of interest between long-
term objectives and their responsibilities to voters often causes them to publicly
disavow the existence of serious problems, employ off-budget spending, accept
secret campaign contributions and be overly inﬂuenced by special interest groups.
The use of agency theory to explain the behavior of government ofﬁcials is
perhaps best exempliﬁed in studies related to the so-called ‘‘Savings and Loan
Crisis’’ of the 1980s. Kane (1989, 1990, 1996) has been among the most proliﬁc
authors on this topic suggesting that agency costs were at the heart of the crisis.
Kane argues that Congress failed to recognize structural weakness in the system
of deposit insurance and regulation. Congress also failed to adequately monitor
regulators and deposit insurers. Some people in Congress (most notably the
‘‘Keating Five’’) have even been charged with sacriﬁcing the public good in order
to satisfy the needs of special interest groups.1
There would appear to be a general consensus among the public and news media
that elected ofﬁcials should serve the country for purely patriotic and altruistic
reasons. Promoting legislation for personal gain is generally viewed as unethical
and in some cases illegal. Such notions are clearly naive and violate the basic
precepts of agency theory. If voters (the principals) are to encourage the desired
results from their legislators (the agents), some common economic bonds need to
exist. The Founding Fathers of the United States clearly had a rudimentary
understanding of agency theory by insisting that each member of the House of
Representatives must ‘‘be an Inhabitant of that state in which he shall be chosen’’
(Article I, Section 2, Clause 2 of the United States Constitution). But in the
eighteenth century, capital investment was far less mobile in comparison to the
twenty-ﬁrst century. In 1790, an individual’s wealth tended to be highly
concentrated in the geographic region they resided in (Studenski and Kross, 1963).
Thus, the economic linkages between Representatives and their constituents were
very strong. In today’s world, as markets and institutions have become more
efﬁcient, the ﬂow of capital has become far more ﬂuid. Consistent with the idea
of diversiﬁcation, the portfolios of individuals including members of Congress
tend to be far more broadly distributed among many different types of assets with
interests in many locations. One natural outcome of this economic evolution has
been a substantially weakened economic bond between voters and theirThe Real Estate Portfolio  99
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Representatives in Congress. Representatives no longer share economic pain and
prosperity with their constituents.
This study argues that the investment in real estate located in a Representative’s
home state is one of the few remaining assets that strengthen these economic ties.
Unlike investment in publicly traded corporations whose assets are typically
spread out across the country or even the entire world, private ownership of real
estate economically links an investor to a speciﬁc geographical location. By
investing in property located in the state the House member serves, the
Representative is personally motivated to improve the infrastructure, create new
jobs and otherwise improve the economic well being of his or her home state
through legislative activity. Both the principals and the agent alike share the
increases (or decreases should the Representative fail) in property values, thereby
aligning their economic interests. This issue is important because so few economic
ties currently exist between the Representatives and their constituents and it may
provide a partial explanation for why Americans feel disenfranchised from their
government in Washington.
This study looks at the real estate investments of the U.S. House of
Representatives from six consecutive Congresses (the 99th to the 104th) from 1985
to 1995. The study measures: the number of properties held; the reported value
of these holdings; and the types of properties they preferred. Particular attention
is paid to the location of their real estate holdings to focus on the agency issue.
The Tax Reform Act of 1986 has been widely blamed for making real estate a
less attractive asset [Follain, Hendershott and Ling (1992)]. And to the extent that
it may have caused members of Congress to divest themselves of property held
in their home states, this legislation may have weakened the economic ties
between these Representatives and the people they serve. The real estate holdings
of the House membership are also compared with the holdings of ordinary U.S.
investors with data from The Survey of Consumer Finances (SCF) sponsored every
three years by the Federal Reserve. Ziobrowski (2002) has recently presented a
similar study focusing on the United States Senate. The results of this study for
the House of Representatives will be compared with those previously published
for the Senate.
After looking at the House of Representatives as a whole, the results are broken
down by political party and seniority. Party and seniority are important since they
serve as a basis for determining committee assignments and leadership positions
in the House. Lastly, a select group of Representatives (155) who were House
members in 1985 and continued to be members for the entire test period through
1995 are examined. Their behavior is compared to the behavior of the entire House
that had continuous and substantial membership turnover.
 Data
Data for this study is derived from the Financial Disclosure Reports (FDRs)
provided annually by each current member of the House of Representatives. Every100  Ziobrowski and McAlum
May 15, the 1978 Ethics in Government Act requires members of the House to
report all real estate investments held by the Representative and his or her
immediate family at the end of the prior year. The primary personal residence and
any real estate held in blind trust are excluded from the reporting requirements.
They must also disclose all investment transactions made during the previous
calendar year. The reports of House members are then bound together without
modiﬁcation or comment, typically in three large volumes, and distributed at no
cost to many libraries throughout the country.2 Party afﬁliation and seniority were
obtained from the annual Congressional Directory.
For real estate investments held at year-end, House members are required to
provide a brief description and estimate the value of the property. In the case of
transactions, they are required to provide a description of the property, the
approximate value of the transaction, the date of the transaction and indicate
whether the property was bought or sold.
However, the data has some substantial shortcomings. The FDRs are not audited;
therefore they could not be substantiated as either accurate or complete. There is
also signiﬁcant variation in the quality of these reports. Some are typed; some are
written by hand; some property descriptions are clear and precise while others are
ambiguous. Thus, despite every effort, there may have been some mistakes in the
collection of the raw data. Another problem is that property values and
transactions are only reported within large ranges (Under $15,000, $15,000 to
$50,000, $50,001 to $100,000, $100,001 to $250,000 and over $250,000). This
makes it impossible to measure operating returns and capital gains nor could there
be an estimation of the amount of wealth committed to real estate in comparison
to their investments in other asset types. Finally, most House members do not
indicate the method used to estimate property value.
It should also be noted that only data from odd-numbered years are included in
this study (i.e., 1985, 1987, 1989, 1991, 1993 and 1995) because the FDRs
published in even-numbered years cannot be viewed as representative. With
national elections being held in November of every even-numbered year, the
makeup of the Congress changes on January 1 of every odd-numbered year.
Because the House Printing Ofﬁce only publishes FDRs for current members, all
House members that retired at the end of the previous Congress (always at the
end of even-numbered years) and those who failed to win re-election are therefore
deleted. Thus the FDRs published for even-numbered years are incomplete.
Furthermore, new Representatives who won election for the ﬁrst time are required
to submit FDRs for the even-numbered year preceding their entry into Congress,
even though they were not members of the House during that year. In sum, FDRs
obtained for even-numbered years omit the real estate holdings and transactions
of many people who should be included and contain the real estate holdings and
transactions of people that should be excluded. Nonetheless, given the typically
long-term nature of the asset, the data from the odd-numbered years should
contain virtually all the real estate owned by the House members of these six
Congresses and roughly 60% of their real estate transactions during the eleven-
year period covered by this study.The Real Estate Portfolio  101
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Exhibit 1  Distribution of Number of Real Estate Properties Held by Members of the




Percentage of Representatives (or Senators) Owning This Number of Real Estate
Investments
Representatives
1985 1987 1989 1991 1993 1995
Senators
1993 1995
None 32.4 37.2 36.2 38.8 42.9 46.8 20 20
1 22.3 21.5 27.6 26.5 21.0 25.1 20 16
2 16.1 15.7 12.4 13.5 12.9 11.5 12 16
3 10.1 9.7 8.5 7.9 6.4 6.0 5 10
4 3.9 5.8 4.8 3.5 6.2 4.1 12 11
5 4.4 1.6 1.6 2.1 3.5 2.3 10 5
6 2.3 2.1 0.9 2.1 1.8 1.6 2 1
7 2.3 0.9 1.8 1.2 1.6 0.9 1 5
8 0.9 0.7 2.7 1.4 0.7 0.7 5 2
9 1.1 2.1 0.5 1.2 0.9 0.2 1 3
10 1.1 1.1 0.5 0.2 0.2 0.0 3 2
10 2.3 1.6 2.3 1.6 1.8 0.7 9 9
Total of R. E.
Investment
Properties
942 826 802 711 766 545 472 395
Note: The Senate data comes from Ziobrowski (2002).
 Results
Patterns of Ownership
Exhibit 1 shows the distribution of House members in terms of the number of
real estate investments held. The total number of real estate investments dropped
dramatically during the period of interest, falling 42% in ten years. Only in 1993
was there a modest increase in real property holdings. In 1985, over two-thirds
of the Representatives owned real estate investments. By 1995, only slightly more
than one-half the membership held investment property.
Most certainly the Tax Reform Act of 1986 contributed to this decline when it
severely reduced depreciation allowances on real property, repealed the long-term
capital gain exclusion and disallowed the use of passive losses to offset active102  Ziobrowski and McAlum
Exhibit 2  Comparison of Real Estate Investment by House and Senate Members with All U.S. Families




















1995 17 32 53 80
Notes: Investment values are percentages.
a From The Survey of Consumer Finances.
b The Senate data comes from Ziobrowski (2002).
income. Statistical analysis of the data shows that the drop in real estate investment
by Representatives was only signiﬁcant (at the 90% conﬁdence level) from 1985
to 1987. Thereafter, the sell-off of real estate assets was so gradual that the
changes were statistically insigniﬁcant on a biannual basis. Real estate investment
was also made less attractive by what Hendershott and Kane (1992) called the
‘‘lending frenzy’’ of the 1980s that created a glut of $80 to $100 billion of excess
commercial real estate and apartments. Somewhat ironically, the lending frenzy
was part and parcel of the savings and loan crisis, permitted by deregulation of S
& L’s and a subsequent lack of institutional supervision by the federal government
(agency costs).
It can also be observed that in comparison to U.S. Senators, members of the House
of Representatives held far less real estate. In 1995, for example, 435
Representatives owned a total of 545 properties averaging slightly more than one
property per Representative. During the same year 100 Senators owned 395
properties or roughly four properties per Senator.
Exhibit 2 compares real estate investment by all U.S. families and U.S. families
earning more than $50,000 per year (per SCF) with real estate investment byThe Real Estate Portfolio  103
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House members. Members of the House were three times more likely to invest in
real estate than all American families and 50% more likely to invest in real estate
than American families earning more than $50,000. The SCF shows a strong
positive correlation between income and real estate investment. Presumably, as
the family income increases, the spectrum of asset choices broadens. Since House
members earn far more than the average American family, more of them would
be expected to invest in real estate. To a lesser extent, the same would be true of
the American family earning more than $50,000 a year. The SCF shows that the
number of families earning more than $50,000 a year is skewed strongly toward
the bottom end with over 70% of this group earning less than $100,000 a year.
Therefore, with House members earning more than $100,000 a year, they would
be expected to invest more often in real estate than even families earning above
$50,000 a year. Since Representatives were far less likely to invest in real estate
than U.S. Senators, the SCF statistics would also suggest that Senators are
typically far wealthier than members of the House of Representatives. Ironically,
however, it would also indicate that Senators have more economic linkages with
their constituents.
An investor’s reaction to the Tax Reform Act of 1986 relative to real estate
investment also varied among these groups. Although the values cannot be directly
compared because the SCF is only performed tri-annually, clearly all three groups
display less and less interest in real estate assets as time passes. From 1983 to
1995, the percentage of average American families investing in real estate
modestly dropped from 21% to 17%. During the same time period, the percentage
of American families earning greater than $50,000 who were investing in real
estate dropped 11% from 43% to 32%. But for members of the U.S. House of
Representatives, investment in real estate fell the largest amount, dropping 15%
from 68% to 53%. Because of the limited amount of data, a nonparametric
analysis was performed to compare the rates at which the three groups divested
themselves of real estate. Members of the House reduced their property holdings
at a much faster rate than ‘‘all U. S. families’’ (with a 95% conﬁdence) and ‘‘U.S.
families with an income greater than $50,000’’ (with a 90% conﬁdence). This
would suggest that Representatives understood the economic consequences of the
legislation better than other Americans.
The distribution of property by value is shown in Exhibit 3. Overall the property
values are evenly distributed among the ﬁve value ranges. From 1985 to 1995,
property values do shift upwards, with properties valued below $100,000 generally
declining as a percentage of the total while the percentage of properties above
$100,000 increases. This result is probably nothing more than an inﬂationary shift.
In 1995, over 80% of the properties were still valued below $250,000. However,
it was impossible to know the amounts invested in the properties valued above
$250,000. The property values of real estate owned by Senators are statistically
identical to those owned by members of the House.
Exhibit 4 is the distribution of property by type. The property is separated into
nine groups. Agricultural includes farmland and ranchland, with or without104  Ziobrowski and McAlum
Exhibit 3  Distribution of Property Values for Real Estate Held by Members of the U.S. House of
Representatives and U.S. Senate
Property Value
Percentage of Property in Each Value Range
House of Representatives
1985 1987 1989 1991 1993 1995
Senate
1993 1995
Less than $15000 19.0 19.1 17.2 14.9 15.5 14.5 22.5 23.0
$15000–$50000 26.8 25.1 24.4 28.1 24.1 21.1 19.2 19.0
$50001–$100000 24.0 24.1 21.7 19.8 19.6 21.5 19.6 15.4
$100001–$250000 19.6 20.7 21.0 22.2 20.9 24.6 17.7 21.0
$250000 10.4 11.0 15.6 14.5 16.4 17.1 19.8 21.6
Unknown 0.2 0.0 0.1 0.5 2.6 1.3 1.2 1.1
Note: The Senate data comes from Ziobrowski (2002).
improvements. Commercial is ofﬁce and retail properties. Real estate Partnerships,
Corporations, Trusts and REITs were all grouped together. Real estate assets were
put into this classiﬁcation only when the Representative gave no indication
regarding the speciﬁc type of real estate the business entity invested in (e.g., the
‘‘XYZ Real Estate Corporation’’). If the description said the ‘‘ABC Partnership
in Ofﬁce Buildings,’’ the property was classiﬁed as commercial property.
Residential, Multifamily contains apartment buildings, duplexes, triplexes and all
multifamily housing units. Residential, Single-Family includes all single-family
houses, condominiums, townhouses and resort homes held as investments.
Timberland & Mineral Rights and Industrial & Warehouse properties are self-
explanatory. Undeveloped Land includes all undeveloped land or lots. Other
contains all miscellaneous property rights including, for example, real estate
options, timeshares, parking spaces, boat docks, airplane hangers and property
simply described as ‘‘real estate.’’
Single-family housing was the most common real estate investment for House
members during the ten-year period comprising nearly 36% of all properties held
in 1985 and rising to almost 52% of the total by 1995. There are several
explanations. First, residential property was the least negatively affected property
type by the tax changes enacted in 1986. Secondly, the lending frenzy did not
typically pertain to single-family housing. Thus, overbuilding did not occur in this
sector.3
Investment in commercial real estate especially suffered during this ten-year study
period, both as a percentage of their total real estate holdings and more especiallyThe Real Estate Portfolio  105
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Exhibit 4  Distribution of Property Types Held by Members of the U.S. House of
Representatives and U. S. Senate
Property Type
Actual Number of Properties Owned, Categorized by Type
House of Representatives
1985 1987 1989 1991 1993 1995
Senate
1993 1995
Agricultural 59 53 61 57 66 58 51 42
(6.3) (6.4) (7.6) (8.0) (8.6) (10.6) (10.7) (10.6)
Commercial 106 61 67 60 60 31 91 62
(11.2) (7.4) (8.3) (8.4) (7.8) (5.7) (19.2) (15.6)
Partnership, 49 6 3 1 72 5 0 0
Corporation,
Trust or REIT
(5.2) (0.7) (0.4) (0.1) (9.4) (0.9) (0) (0)
Residential, 37 52 61 44 42 15 26 17
Multifamily (3.9) (6.3) (7.6) (6.2) (5.5) (2.7) (5.5) (4.3)
Residential 338 306 308 320 325 281 114 116
Single Family (35.9) (37.0) (38.4) (45.0) (42.4) (51.6) (24.0) (29.1)
Timberland & 31 29 23 18 30 19 36 34
Mineral Rights (3.3) (3.5) (2.9) (2.5) (3.9) (3.5) (7.6) (8.5)
Industrial & 5 3 5 5 7 2 3 4
Warehouse (0.5) (0.4) (0.6) (0.7) (0.9) (0.4) (0.6) (1.0)
Undeveloped 292 276 235 180 143 123 131 100
Land (31.0) (33.4) (29.3) (25.3) (18.7) (22.6) (27.6) (25.1)
Other 25 40 39 26 21 11 23 23
(2.6) (4.8) (4.9) (3.7) (2.7) (2.0) (3.7) (5.8)
Notes: The Senate data comes from Ziobrowski (2002). Percentage of total number of properties
shown in parentheses.
in terms of number of properties. In 1985, commercial real estate comprised 11%
of the total with 105 different properties. By 1995 commercial real estate had
fallen to less than 6% of the total with only thirty-one properties. Unlike the
decline in undeveloped land holdings that was gradual, commercial real estate
holdings fell precipitously between year-end 1985 and year-end 1987 from 106
properties to sixty-one properties. This was the only immediate reaction observed
that coincided directly with the 1986 tax revisions. For the next six years,
commercial real estate holdings remained rather constant. But again between 1993
and 1995, another signiﬁcant decline is observed in commercial real estate
holdings, from sixty properties to thirty-one properties. This second drop may be
related to the collapse of the commercial market in the early 1990s when values
declined substantially due to the excess supply created in the 1980s.106  Ziobrowski and McAlum
Exhibit 5  Distribution of Locations of Real Estate Held by Members of the U.S.
House of Representatives and U. S. Senate
Property Location
Annual Percentage of Property Held in Each Location
House of Representatives
1985 1987 1989 1991 1993 1995
Senate
1993 1995
Home State 78.3 77.4 77.8 78.9 73.8 79.1 72.9 64.8
Adjacent States 3.3 4.1 3.0 4.1 3.7 3.1 5.7 4.8
D.C. Area 8.8 8.7 7.7 8.3 6.9 8.4 6.1 8.1
Other States 8.6 8.8 10.2 11.2 8.1 10.0 14.4 21.0
Foreign 0.4 0.4 1.0 0.8 0.3 0.4 0.6 1.0
Unknown 0.6 0.6 0.3 0.2 9.8 1.7 0.3 0.3
Note: The Senate data comes from Ziobrowski (2002).
A chi-square test of homogeneity shows that the property distribution takes a
major shift from the end of 1985 to the end of 1987 due primarily to a sell-off
in commercial property and a massive dissolution of miscellaneous real estate
partnerships and corporations. From 1987 to 1991, there was statistically no
change in the composition of the House real estate portfolio. Although the number
of properties declined substantially, the balance of the portfolio by property types
remained unchanged. In 1993, a resurgence of partnerships and real estate
companies causes another shift. In 1995, most partnerships and corporations again
disappeared together with a large reduction in multifamily residential property.
The real estate holdings of the Representatives were also quite different from those
held by Senators. Besides the fact that Senators held nearly four times more
property than Representatives, percentage-wise they held much more commercial
property and far less residential single-family property. In 1995, commercial
property made up 15% of the Senatorial portfolio versus 5% for members of the
House. During the same year, residential single-family property made up over
50% of all real estate holdings for Representatives but less than 30% for Senators.
Senators also held proportionately more timberland and mineral rights as well.
Thus, Senators are more broadly diversiﬁed than Representatives in terms of
property types.
Investment in the Home State
Exhibit 5 provides the location of property owned by House members.
Approximately 80% of their real estate holdings are located in the Representatives’
home states. Three to four percent of their properties are in states that lie adjacent
to their home state. Approximately 7%–9% of their real estate is in theThe Real Estate Portfolio  107
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Washington D.C. area, including the Maryland and Virginia suburbs. The
remaining 8%–10% is typically in other states, with investments in California and
Florida being disproportionately high.
Although, on average, Senators own much more real estate than Representatives,
a smaller portion of their properties is located in their respective home states.
Whereas nearly 80% of the House members’ properties are located in the
Representatives’ home states, the Senators’ real estate holdings are more
geographically diversiﬁed with only 65% in their home states, 5% in adjacent
states, 8% in the Washington D.C. area and over 20% dispersed elsewhere
throughout the United States. Since Senators own, on average, four times more
property than Representatives, it is rational that the Senators should seek greater
geographical diversiﬁcation.
Neither Representatives nor Senators hold signiﬁcant foreign property. Foreign
investment, usually conﬁned to resort properties, comprised less than 1% of their
total real estate holdings in both cases. This observation is consistent with the
ﬁndings of studies by Ziobrowski and Curcio (1991) and Cheng, Ziobrowski,
Caines and Ziobrowski (1999) among others that indicate that diversiﬁcation into
foreign real estate is generally not efﬁcient in the context of mixed-asset portfolios.
Furthermore, as the number of Representatives investing in real estate declined
over the observation period, the number investing in their home state dropped as
well. In 1985, 260 members (60%) of the House of Representatives owned
investment property in their home state. By 1995, only 197 members (45%)
invested in the states they represented. Thus, from the viewpoint of agency theory,
the 1986 Tax Reform Act inadvertently but nonetheless signiﬁcantly reduced the
economic ties between the House of Representatives and their respective
constituencies. By virtue of their larger real estate holdings, a higher percentage
of Senators invested in real estate in their home state despite their tendency toward
broader geographic diversiﬁcation. In 1995, nearly 70% of the Senators owned
real estate investments in their home state although Ziobrowski (2002) reports that
by 1999 this number had dropped to 60%. In sum, it seems rather clear that the
economic ties that bind our Congressional Representatives to their constituents
grew thinner and thinner at the end of the twentieth century.
The analyses of the property transactions are shown in Exhibit 6. House members
sold more property than they purchased every year. In 1985, the year before the
1986 tax revision, House members did in fact sell more property than in any other
year examined. However, they also bought more property in 1985 than at any
other time. That year, the number of purchases and sales were virtually identical
in every category except one, vacant land, where sales far outstripped purchases,
3:1.
To examine this data further, a simple ratio of annual purchases divided by annual
sales was calculated and then graphed against time with national real estate returns























Exhibit 6  Annual Real Estate Transactions by Members of the U.S. House of Representatives
Representatives Senators
1985 1987 1989 1991 1993 1995 1993 1995
Property Type P S P S P S P S P S P S P S P S
Agricultural 0 2 2 2 0 1 0 3 0 6 1 5 8 5 1 5




01 05 01 00 53 0 1 0 00 00
Residential,
Multifamily
11 21 13 15 14 01 02 01
Residential
Single Family
30 32 24 31 20 42 7 26 10 16 11 16 1 4 7 3
Timberland &
Mineral Rights
12 41 03 02 00 11 10 10
Industrial &
Warehouse
10 00 10 11 11 00 00 00
Undeveloped
Land
9 26 16 13 4 16 3 25 2 16 5 5 4 11 8 15
Other, Unknown 1 7 4 9 1 3 0 5 0 2 3 5 0 6 0 1
Totals 53 81 52 63 28 73 13 69 20 53 22 46 14 33 18 32
P/S 0.65 0.83 0.38 0.19 0.38 0.48 0.42 0.56
Notes: The Senate data comes from Ziobrowski (2002).
P  Number of properties purchased each year.
S  Number of properties sold each year.The Real Estate Portfolio  109
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NCREIF Property Returns Annual Purchases to Sale Ratio
Estate Property Index. Exhibit 7 shows this graph. There appears to be a positive
correlation between the transactional behavior of House members and real estate
returns. Presumably focused on the relatively high level of returns enjoyed by real
estate investors in 1985, collectively they seemed relatively oblivious to the
negative implications of the forthcoming changes in the tax code producing the
second highest purchase/sale ratio during the period examined. Indeed in 1987,
the year after revising the code, they purchased nearly as much property as in
1985 but sold far less and recorded their highest purchase/sale ratio. This would
suggest that, like most investors, they continued to focus their attention on the
current high real estate returns of 1987. Only in 1989, when the markets began
to show real signs of weakness, did Representatives show relative signs of retreat.
Both the markets and Congressional-buying hit bottom in 1991, each subsequently
recovering thereafter.
Senate transactions for 1993 and 1995 are also shown on Exhibit 6 for comparison.
Although the purchases and sales for the various types of property are quite
different when comparing the House to the Senate, the collective results are quite110  Ziobrowski and McAlum
similar. The purchase-to-sale ratio for the House and Senate are nearly equal in
both years.
Do Political Party or Seniority Matter?
Focusing now on the political parties, for all intents and purposes, the real estate
portfolios of Democrats and Republicans were basically identical. Exhibit 8
compares the 1995 real estate holdings of the two parties. They are nearly
indistinguishable. This was true for every year in the study and regardless of
whether the numbers of properties they owned, the types of property or values
were compared.
To look at the impact of seniority on real estate investment, the House was divided
into thirds and the same comparisons were made for each year. Being careful to
avoid splitting up members with identical seniority, the ‘‘thirds’’ were made as
close as possible to 145 members each (435/3) varying from a maximum of 181
Representatives to a minimum of 116 Representatives. As with political parties,
no serious distinctions could be found among the thirds with more seniority versus
the thirds with less seniority. As an example, Exhibit 8 also presents a comparison
of the 1995 real estate holdings based on seniority. Again they are nearly identical
and, consistent with the differences between the two political parties, transactional
behavior was similar among the seniority groups. One interesting distinction
relative to seniority is that real estate investment appears to be directly related to
seniority. This has implications for wealth, suggesting that Representatives with
more seniority are considerably wealthier than Representatives with less seniority.
However, it is unclear whether the additional wealth is a result of serving in
Congress longer or simply being older. The SCF shows a direct relationship
between age and wealth. In sum, although there were signiﬁcant changes in the
House ‘‘real estate portfolio’’ through time, in any given year there was very little
difference among the real estate portfolios and transactional behavior of
Democrats, Republicans and members grouped by seniority.
The ﬁnal group examined consisted of Representatives (155) who had served in
the House from January, 1985, to December, 1995. Over the eleven-year test
period, approximately two-thirds of the Representatives left ofﬁce. This large
turnover could have potentially distorted the results. Thus, the group of 155
Representatives who stayed from beginning to end provided a baseline group for
purposes of comparison. The results are also presented in Exhibit 8. Overall, there
was again no difference between this group and the entire House. Comparison of
the real estate holdings of this group with the entire House of Representatives
shows that the portfolios held in 1995 by this smaller group of Representatives
and the portfolio held by the entire House at the end of those same year are
essentially identical. Over the ten-year period from December, 1985 to December,
1995, this smaller group sold two-thirds of the property held in 1985 (177 parcels)


































































Total Membership 204 231 181 116 138 155 435 100
Number of Members
Holding Real Estate Assets
110 121 87 60 84 71 231 80
(% of Total Membership) (53.9) (52.4) (48.1) (51.7) (60.9) (46) (53.1) (80)
Panel B: Property Type
Agricultural 24 34 21 23 14 17 58 42
(9.1) (12.1) (9.1) (16.3) (8.1) (9) (10.6) (10.6)
Commercial 11 20 13 9 9 11 31 62
(4.2) (7.1) (5.5) (6.4) (5.2) (6) (5.7) (15.6)
Partnership, REIT 3 2 1 4 0 0 5 0
Corporation or Trust (1.1) (0.7) (0.4) (2.8) (0) (0) (0.9) (0)
Residential, Multifamily 13 2 5 5 5 5 15 17
(4.9) (0.7) (2.2) (3.6) (2.9) (3) (2.7) (4.3)
Residential Single Family 144 137 121 71 89 94 281 116
(54.6) (48.8) (52.2) (50.4) (51.8) (50) (51.6) (29.1)
Timberland & Mineral 13 6 5 4 10 10 19 34
Rights (4.9) (2.1) (2.2) (2.8) (5.8) (5) (3.5) (8.5)
Industrial & Warehouse 2 0 0 0 2 1 2 4
(0.8) (0) (0) (0) (1.2) (0) (0.4) (1.0)
Undeveloped Land 51 72 63 23 37 44 123 100
(19.3) (25.6) (27.2) (16.3) (21.5) (23) (22.6) (25.1)
Other, Unknown 3 8 3 2 6 7 11 23
(1.1) (2.9) (1.2) (1.4) (3.5) (4) (2.0) (5.8)
Note: In Panel B, the percentage of total number of properties owned by group is shown in parentheses. The Senate data comes from Ziobrowski (2002).112  Ziobrowski and McAlum
agricultural properties remained at approximately their former levels. Substantial
reductions occurred in all other categories with commercial real estate and
residential multifamily housing being especially hard hit. They had also sold all
interests in miscellaneous real estate partnerships, corporations, trusts and REITs.
Furthermore, there was nothing in their transactional behavior to differentiate them
from the entire House. The only observed difference was that, by the end of 1995,
the group had systematically divested themselves of 28% of their real estate
holdings compared with a 42% reduction by the House taken as a whole. Perhaps
most importantly, in 1985, 56% of these 155 Representatives held real estate
investments in their home states. By yearend 1995, only 46% held real estate in
the states they represented providing further evidence of the weakening economic
ties with their principals.
 Conclusion
This study examined the real estate holdings and transactions of the United States
House of Representatives in light of agency theory. House members generally
own more real estate than American families in the same income category.
Extrapolating data from the Survey of Consumer Finances, this would suggest
they are among America’s highest income groups (although not nearly as wealthy
as U.S. Senators).
From 1985 to 1995, House members divested themselves of over 40% of their
real estate holdings. At year-end 1985, over two-thirds of the House membership
held a total of 942 investment properties. By the end of 1995, only 50% of the
Representatives had investment property totaling 545 properties. House members
favored single-family residential property and undeveloped property. They owned
rather small amounts of other property types, most notably very little commercial
real estate. The vast majority of their investment property was valued at less than
$250,000 and was located in their home state. This general reduction in real estate
investment can be largely attributed to the Tax Reform Act of 1986. Most
interestingly, House members reduced their real estate holdings at a much faster
rate than other Americans in all income categories. This could imply that they
had a better comprehension of the ﬁnancial impact of this law on real estate values.
One unfortunate outgrowth of this reduction in real property investment is a further
loosening of the economic ties between members of the United States House of
Representatives and the voters they represent. In 1985, 60% of all Representatives
invested in real estate in their home states. By 1995, that number had fallen to
45%. Agency theory would suggest that such reductions in ‘‘shared investments’’
by the agent and the principal tend to create less incentive for the Congressional
delegates to promote economic goals that beneﬁt their constituents. This is seen
as one facet of a broader problem for representative government. As the economic
system has evolved, making it easier for investors to move capital among different
investments, different institutions and different locations, the wealth of individualsThe Real Estate Portfolio  113
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has grown less centralized. No longer is the majority of an individual’s wealth
tied to a place. They are diversiﬁed. However, with the Representatives less
economically dependent on the regions they serve, that they may become less
responsive to the needs of those regions.
When the House was subdivided by political party and by seniority, no signiﬁcant
differences could be found in their respective portfolios or transactional behavior.
Although the real estate holdings of House members changed considerably during
the eleven-year study period, at any point in time the holdings of the various
subgroups were very similar. This is precisely what would be anticipated from
any large group of randomly selected real estate investors.
Finally, comparison of the real estate holdings of House members provides some
interesting distinctions. On a per capita basis, Senators have four times more real
estate than Representatives suggesting far more personal wealth. And probably
because of their larger holdings, the Senators’ properties are more broadly
diversiﬁed both geographically and by property type. But despite the greater
diversiﬁcation, a considerably larger percentage of Senators hold property in their
home states compared to House members. In most other respects, Senators and
House members are similar.
Further investigation of the asset holdings of federal government ofﬁcials would
seem to be fertile grounds for future research particularly as it relates to agency
theory. In addition to examining the real estate holdings, the common stock
transactions of Congressional delegates and other federal ofﬁcials should be
examined for abnormal returns. As the economic ties between elected government
ofﬁcials and their constituents grow weaker, agency costs may become more
problematic.
 Endnotes
1 For a more detailed discussion of agency cost as the cause of the Savings and Loan
Crisis, see Sinkey (1998).
2 The U.S. House of Representatives is the only body of the federal government that makes
their ﬁnancial disclosures readily available. Other groups including the U.S. Senate, most
departments of the executive branch and the federal judiciary keep their reports at many
different locations throughout Washington. Access to the reports is carefully controlled
and usually very expensive to obtain. The Senate charges $260 – $340 per year of data
and the Executive Branch charges $0.50 per page for copies of their reports.
3 However, these percentages must be interpreted carefully. The number of single-family
investment properties held by members of the House actually declined from 338 units in
1985 to 281 units in 1995 (-17%). Undeveloped land was the second largest property
type in each year. Investment in vacant land by House members decreased considerably
over the ten-year period, going from 292 properties in 1985 to 123 properties in 1995,
a reduction of nearly 58%.114  Ziobrowski and McAlum
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